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National Association of Cost Accountants 


EDITORIAL DEPARTMENT NOTE 


In many organizations the information available through the account- 
ing records is very meagerly untilized excepting as it is needed in the 
routine accounting procedures. While very necessary and valuable for 
that purpose, the chief value of such information is oftentimes lost be- 
cause of a lack of appreciation of the many ways in which it may be 
used by various executives in supplying them with factual data or effec- 
measuring sticks with which to formulate the policies and see them 
properly executed. 

Our current publication points out an important added use which can 
be made of payroll and labor information and is a significant contribution 
to this field of thought. The author, Carleton F. Brown, was born in 
1882, at Elizabeth, New Jersey. He attended the Pingry School of that 
city and St. Paul’s School of Concord, New Hampshire. In 1904 he grad- 
uated as a Civil Engineer from the Rensselaer Polytechnic Institute, in 


Among his early business connections were those with the Electro- 
- Company of Niagara Falls and the J. P. Divine Company 


In 1 909 he became associated with the Hon. Ben Conger of Groton, 
New York, in the organization and development of the Standard Type- 
writer Company, manufacturing and selling the Standard Folding Type- 
writer. Subsequently the name uf the machine was changed to Corona 
and the name of the company became the Corona Typewriter Company, 
Inc. From the caning Mr. a occupied the position of Treasurer 
and General Manager ization and was naturally a member 
of the Board of Directors pre: —— Committee. Upon the consoli- 


dation of the Corona and L. C. S izations he was elected Vice- 
President in charge of production a member of the Board of 
rs. 


This paper was presented before a recent meeting of our Rochester 


LABOR CLASSIFICATION AND PAYROLL ANALYSIS 


In the beginning, the practice of cost accounting tended to con- 7 
em itself almost entirely with the determination of costs for the 3 
purpose of establishing the proper selling price or for checking with 
weviously submitted estimates. The functions of the cost keeping 
ent have within recent years, however, developed to such 
extent as to almost subordinate its original objective to that 
if fact finding for control urposes. The cost accountant of today 
lus, therefore, to concern himself more with the daily details and 
mblems of management than was the case in the past, where cer- 
tin data were periodically gathered together and presented to the 
tahagement as a general summary of the factory’s operations over 
igiven period, or for a given lot of work. 
All costs are the results of causes, many of which have occurred 
‘lng time prior to the determination of the cost. Each of these 
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causes necessarily has its influence upon the final cost, and if thes 
causes can be properly measured and their relative importang 
properly adjusted in advance, the management is in position tom 
fluence directly the final cost which will be given by the Cost De 
rtment. The natural and logical source of information concer. 
these problems is the Cost Department, and the cost accountant 
should have a proper conception of the problems of management, 
apart from the mere findings of costs, in order to perform his work 
most efficiently. He must constantly remember that cost finding 
and fact finding are two different things and in some cases hay 
two different objectives. In the determination of facts it may 
pay oe ns occur that the information so obtained and its bearing 
on factors in the business are not in direct line with the ascertaip 
ment of cost. For instance, the analysis of pay roll is entirely 
separate and distinct from its distribution, and yet from a map 
agerial standpoint the analysis from a fact-finding standpoint may 
be as important as distribution from the cost standpoint. 

Most managers of business enterprises have the habit of speak- 
ing of productive and non-productive labor, but in so speaking ar 
governed very largely, if not entirely, by the definitions of thes 
terms heretofore laid down by cost accountants to suit the cor 
venience or necessities of pay roll distribution for cost finding. h 
a very general sense the average manufacturer thinks of productive 
labor as that labor which works directly upon the product, and d 
————— as composed of all others, such as clerks, mil- 
wrights, firemen, and so forth. Cost accountants, realizing that the 
terms “productive” and “non-productive,” are not truly descriptive 
of the manner in which they distribute labor, have in certain i 
stances used the terms “direct” and “indirect” as more or les 
synonymous with the older words and more truly indicative of th 
definitions which they give, productive or direct labor in 
being defined as that labor which may be applied directly to th 
eye a and non-productive or indirect that which cannot 

so applied, but must be distributed over all processes of manl- 
facture through burden charges. 

There has been of late a tendency to take exception to the u# 
of the words “productive” and “non-productive,” but so far from 
a practical standpoint I have heard suggested no words which # 
clearly a to the manufacturer the idea of these two division 
of his payroll as do these. However, it is after all not a questia 
so much of words as of definitions. Unfortunately, we have a 
parently been unable to hit upon some commonly accepted rule by 
which we might divide our payroll into these two groups stil 
feel confident that our comparisons or our resulting ratios of 
soever nature may be compared with corresponding figures of © 
manufacturers or industries or even with those of our own 
over any extended period of years. 

At our Groton Plant, where the Corona Typewriter is made, 
we have for several years past now used the following definitions: 
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The word, “labor,” is to be accepted in its broadest sense and 
ineludes every individual normal to manufacturing operations from 
the Works Manager or Superintendent down. This interpretation 
isequally true of the use of the word, “payroll.” Methods of pay, 
whether by the hour, day, week or month, are ignored. 

Productive Labor is that labor which involves physical effort 
of any nature whatsoever, which produces or tends to produce :— 

1. Any change in raw material, finished or semi-finished parts 
or product in process of manufacture, as to form, character, quality 
or dimension of such material or product for the purpose of ren- 
dering such material or product useful, or preparing it for the sub- 
sequent processes or operations tending to ultimate usefulness. 
Such physical effort may be applied directly, or its application may 
be through the intermediation of power machinery or chemical or 
other processes. 

2. Any change whereby a given piece of material, article or 
structure of any kind is: 


a. Increased in value 
b. Increased in usefulness 
c. Maintained in a practical state of utility. 


N.B. The term, “manufacture,” refers to all processes com- 
monly known in any industry as direct manufacturing processes 
and is not limited to the direct manufacturing processes of the par- 
ticular industry in question. 

We feel, however, that such a definition does not satisfactorily 
solve our entire problem with respect to labor classification. Nor 
isit to be hoped that any definition along these lines alone will do 
%. Because of the misleading character of the results obtained in 
dl our own attempts to divide labor into two major groups, such as 
“productive” and “non-productive,” we finally reached the conclu- 
tion that any such limited analysis would always be unsatisfactory 
id that other divisions are necessary—not sub-divisions of the ma- 
jor ones, but divisions along entirely different lines of cleavage. This 
second system of grouping comprises three divisions, and we have, 
heeause of the aptness of the words, dared to risk the displeasure of 
test accountants by using the terms, “direct,” “indirect,” and “gen- 
tral” to classify them. 

_ Direct Labor is that labor, whether productive or non-produc- 
live, which applies itself directly to the product, the manufacture 


tiwhich is the primary purpose of the organization, or the labor. 


of non-productive individuals or departments whose efforts are 
tuxiliary to the productive processes of direct productive depart- 
ments as sole beneficiaries. 

Indirect Labor is that labor, Prag ity or non-productive, 
sential to productive processes other than but supplemental to 
Pocesses of direct labor. 
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General Labor comprises all labor not falling wholely within 
one of the clasifications, direct or indirect. 

If the use of the words, “Direct” and “Indirect,” is seriously 
objected to, other words, such as manufacturing and supplementary 
might be substituted. Mr. William S. Kemp, while President of the 
Boston Chapter of the National Association of Cost Accountants, 
during the chapter year 1922-1923, delivered a series of very inter- 
esting talks to the Boston Chapter on the subject of departmental 
and standard costs. A part of his general plan was the dividing 
of all departments into two groups, productive and non-productive. 
Among the departments appearing in the productive or direct labor 
group are found, among others, packing, tool, development, and 
drafting. Mr. Kemp admits that in a measure these departments 
are non-productive or indirect labor departments, but he groups 
them in that manner for the purpose of giving them the same gen- 
eral overhead expenses as the direct labor depariments, and says 
in support of the practice of giving them this burden charge: “For 
instance, the tool inaking department has just the same kind of 
overhead expense while making tools, dies and so forth for us as it 
would have if the company were making these same tools and dies 
for sale.” He also states that in the development department much 
of the work done is the manufacture of special articles for sale, and 
there should, therefore, be the same general application of ——- 
burden to them as in the case of regularly manufactured products. 
Mr. Kemp is referring in his talks specifically to the system used 
in the Holtzer-Cabot Electric Company. 

The inference to be drawn from the remarks made with respect 
to the tool making department and the development department 
would seem clearly to support the theory stated above with respect 
to the division of manufacturing activities into direct and indirect, 
and to substantiate the contention that the division of any business 
into two groups, such as “productive” and “non-productive,” or 
whatever other names you choose to give them, is not sufficient, but 
that horizontal as well as vertical lines of demarcation must be used 
to secure a proper picture of our pay roll. Mr. Kemp could easily 
differentiate his departments into Productive, Direct and Indirect, 
and Non-Productive, Direct and Indirect, and his Tool Room and 
similar departments could then be readily and logically placed with- 
out confusion. I wish to emphasize that such divisions of our 
or our pay roll are merely analytical and not at all distributory. 
Much of the money which we put into our manufacturing expense 
accounts never appears there as labor at all but is hidden in some 
expense items, and except through an analysis of the payroll we 
have no way of knowing to what extent each dollar of payroll is 
expended between the various labor activities of the enterprise. 

That cost experts, in some cases at least, realize the necessity 
for reports covering payroll information of various kinds is ev- 
denced by a very comprehensive article on “Cost Accounting to Aid 
Production” by G. Charter Harrison, appearing in Industrial Man- 
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agement in 1918. It emphasizes the necessity for a summarized 
payroll report showing, among other things, such items as: 

1. Number of employees on roll. 

2. Number of employees absent or working short hours, 

and total hours so lost. 

8. Actual hours worked by operators. 

4. Payroll of operators. 

5. Average rate per hour of operators. 

6. Hours worked other than by operators. 

7. Payroll of employees other than operators. 

8. Average rate per hour of such employees. 

9. Total hours worked by all employees. 

10. Average rate per hour earned by all employees. 


Each of us, striving independently to prepare for ourselves 
reports of such a nature, might and probably would under abso- 
jutely identical conditions arrive at varying results because of the 
individual interpretations which each might put upon the classifi- 
cation of his employees. As a very broad picture of how informa- 
tion of this nature might be obtained, let me cite the following 
tabulation, which is purely arbitrary: 


Tabulati 

A. Total prod. payroll......... 61,600 61.6% 

1. Production direct ...... 58,200 58.2% 

2. Production indirect .... 3,400 3.4% 

B. Total non-prod. payroll... .. 38,400 38.4% 

1. Non-prod. direct ....... 21,500 21.5% 

2. Non-prod. indirect ..... 4,600 4.6% 

3. Non-prod. general ...... 12,300 12.3% 

C. Total direct payroll........ 79,700 79.7% 

Total indirect payroll...... 8,000 8.0% 

Total general payroll....... 12,300 12.3% 


These data might also be presented in terms of numbers of em- 
ployees or of hours. 

The same classification or analysis may be used in other ways 
by breaking down the non-productive activities into their various 
sub-divisions, such as supervision clerical and miscellaneous. Such 
tabulations may be applied to the business as a whole, or, if so de- 
tired, to individual departments. 

As a practical illustration of the development of comparative 
labor data by departments, I might cite a report which we prepare, 
talled “The Weekly Labor Analysis on Hourly Basis.” This report 
ipplies solely to manufacturing or direct departments but could be 
Modified to apply to supplementary or indirect yo In 
developing this report, we were confronted with the difficulty of 
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515.93 = 73.27 
152.50] 150. 70] 9.65 Ti.63) 
- 505.31; 420.95 
. 59 79 326.93 340. 69 16,05 
424,38 460. 34 4s} 141.12 
7036.83) 6423.75 3406.9} 1375.77 | 216,05] 
ForM 1. 


tying up labor analysis with labor distirbution, as I have above 
defined the terms, by adhering strictly to the purely analytical 
method without any reference to distribution. We found the solu- 
tion to this problem by the division of the productive labor into 
applied and unapplied labor, applied labor being that productive 
labor which the cost accountant would charge directly to the prod- 
uct, and unapplied labor that productive labor which he would 
charge to burden for convenience or because of his inability to 
make a direct charge of it. 

In the illustration of this report, above, the first general 
section is entitled “Productive Labor” and under this comes the 
sub-titles of “Applied,” “Unapplied” and “Set-Up,” this last class 
being considered as productive labor. There are two classifications 
794 
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under applied: “Premium” and “Day Work,”—in the case of a 
plant operating under piece work system, piece work would be used 
in place of premium—“Premium” in this instance representing 
that portion of the productive labor which has been time-studied 


“Day Work’ in this instance represents that portion of productive 
labor which, while being as direct in its application as premium 
work, has not been time-studied and therefore cannot be worked 
upon under the wage incentive system, but must be paid for by the 
straight day work method of wage payment. 

On this report each department is divided into two sections, one 
indicating the activities for the current week, as indicated by the 
letter “A,” and the second, the running average, as indicated by the 
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letter “B.” This, of course, is to allow for a better comparison of 
the week’s work. 

In Column 8, under the Premium Section, is shown the num. 
ber of hours of time allowed for the product which has been pro. 
duced in the department on premium. 
~ ee ery 4 shows the actual number of hours taken to produce 

e product. 

Under Column 5, in the Day Work Section, is shown the hours 
of time allowed for work produced in this department on day work. 
While this class of work as has been stated, has not been time 
studied and placed upon wage incentive, it is, however, estimated, 
first for the purpose of setting standards for standard costs, and 
second, so that a measurement of efficiency can be obtained on day 
work operations. Estimates are not set at full 100% possibilities, 
however, because it is not expected that a day work operator wil 
produce at the same degree of efficiency as will an operator working 
on premium. Therefore, the standard as set on day work repre. 
sents about 80% of the standard as established for premium. 

In Column 7 is shown the total number of unapplied hours, 
as previously defined. This labor, although productive in its char- 
acter, cannot be applied directly to the product, through inability 
to establish standards upon it or conveniently to distribute it d- 
rectly to the product. In the Punch Press Department, for in- 
stance, are several classes of work which are general in character, 
barrel tumbling of parts as they come from the presses for the 
purpose of removing burrs or brightening being one of these. Surely 
this is productive labor, since the work upon the parts is just as 
essential to the ultimate use of the parts as is the actual blanking 
or forming of the parts themselves. However, inasmuch as the op 
erator of the tumbling barrels may be working upon 12 or 15 bar- 
rels simultaneously, each containing different parts, it is most it- 
convenient, although not impossible, to set up standards of measure- 
ment upon his work, and it is therefore much more practical and 
inexpensive to charge his time to a fixed expense account such as 
“Unapplied Productive Labor.” 

“Set-Up Labor” as represented in Column 8 is considered a 
productive labor from the standpoint of labor analysis, but is not 
productive labor from the standpoint of the cost system because of 
the variation of time required for setting up machines and the ee 3 
ing ¢onditions surrounding different set-ups on the same part. 
some plants where set-up has been time-studied and incentive rates 
established, it is quite proper to consider it as a regular 
and as applied productive labor. 

Column 9 shows the total productive hours worked in the de 
partment, and is made up of the totals of columns 4, 6, 7 and 8. 

Column 10 of the Non-productive Section is self-explanatory: 

Column 11 of that section is used to show idle time and over 
time on the part of operators and miscellaneous time spent 
the department on non-productive work. 
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Columns 12 and 13 are self-explanatory. 

Column 14, headed “Premium Efficiency Rating” is the depart- 
mental efficiency of the work which has been performed on pre- 
mium. This is determined by dividing time allowed, as shown 
under Column 3, by time taken, as shown under Column 4. 

Column 15, headed “Day Work Efficiency Record” is the record 
of the departmental efficiency on that class of work, and is de- 
termined by dividing the time allowed on day work, as shown under 
Column 5, by time taken, as shown under Column 6. The informa- 
tion shown under these two columns is of course quite imporant, 
inasmuch as it gives a direct check upon the departmental foremen 
in the handling of their operators, and it also gives the General 
peneger a check upon the Factory Manager as to his ability to 
keep the departments producing at a satisfactory efficiency. 

Column 16 represents the number of hours of time taken on 
day work as a percentage of the total number of hours of time 
taken of applied productive labor in the department, or in other 

Column 6, divided by Columns 4 plus 6. This figure should 
be watched very closely, and constant pressure brought to bear 
upon the time study division for releases of all possible day work 
operations to premium, inasmuch as the plant suffers through in- 
eliciency as long as productive labor remains on day work. 

In Column 17 is shown the percentage which set-up labor is 
of the total hours of productive labor, and is secured by a division 
of Column 8 by Column 9. It is important as a control factor upon 
the planning of the production department, the efficiency of tool 
inspection, breakage of tools, and even of tool design. 

Column 18 indicates the percentage of non-productive labor to 
total payroll and is secured by dividing Column 12 by Column 13. 
This figure is important because of the indication it gives of the 
trend of the labor element of overhead in the department. 

Column 19 represents the extent to which operators have fallen 
below the 100% standard of production set by the time study. 
Under the 100% premium plan this is important as the amount lost 
indicates a direct loss in dollars, or, in other words, an increase in 
cost in the applied productive labor of that department. This 
would not be true when piece work is paid unless as with Kemp, day 
tates are guaranteed. 

Column 20 shows the hours lost from day work standards, and 
is represented by the difference between time allowed and time 
taken * splied day work productive labor; i. e., Column 6 minus 

umn 5. 


This particular report sums up on one sheet the labor activities 
of the entire direct productive or manufacturing departments, and 
18 used by both the general management and factory management 
% a guide to the control of all manufacturing processes. The de- 

of these figures are given periodically to those in charge of 
the operating departments so that they may have first hand infor- 
mation through which they can secure direct control of their respec- 
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tive departments. The executive in charge of production uses this 
report as a check on the factory manager, inasmuch as by careful 
study from week to week, he can follow very definitely the trend of 
labor conditions in the ae 

It is my opinion t analyses, such as those suggested, or 
others of a similar nature which might be developed, are of great 
benefit to the general management and the plant manager. Data 
are promptly and periodically supplied, which perhaps have never 
been available in the past under the cost method of labor distribu- 
tion. In my own experience I have frequently struggled with the 
complexities of the activities of plant Lyne as parti rep- 
resented by the direct labor payroll and partially by the non-pro. 
ductive labor shown in the manufactu expense report, and 
rarely, if ever, with satisfactory results. 

This Labor Analysis report, combined with others controlling 
the indirect or supplementary departments, affords the executive a 
complete picture of the general activities of all plant employees. 
Their detailed activities may be secured where any group seems out 
of line, and all this without recourse to the manufacturing expense 
report in which non-productive labor is buried, both under its own 
terminology and under other expense titles as well. 

I wish now to refer back to one term which I have used, with 
respect to the weekly labor analysis which I have just discussed. 
The term is “time allowed.” As a matter of fact we are more ac- 
customed to using the words “Standard Hour” when ing of 
the figures found in the time allowed column. 

About a year ago we decided to install a Standard Cost Sys- 
tem, and we were fortunate in securing for this work one of your 
former presidents, Mr. R. W. Darnell. As a result of the work 
upon standard costs and time allowed, there developed not only the 
standard hour but certain uses of the standard hour, which I be 
lieve may be interesting to. you and which have a certain bearing 
upon the subject of this paper. 

Production changes have usually been measured by account- 
ants and production men by the productive hour, on the ass 
tion that production would increase or decrease more or less 
direct proportion with the increase or decrease of the productive 
hours. This assumption cannot be accepted as accurate. For it- 
stance, when increasing the force, productive hours n ily in- 
crease but due to lack of skill on the part of new operators, produc 
tion does not increase proportionately, and the contrary is the case 
when there is a decrease in production, since it is customary to lay 
off the least efficient operators, which results in a decrease of 
ductive hours out of proportion to the decrease in production. 
ductive hours do not take into consideratin the efficiency of the 
operators. Two operators working the same number of hours may 
produce widely divergent results. 

In setting rates for use in wage incentive systems, regardless 
of the system, time allowed to complete the task must first be de 


~ 


BEES Lasse 


: 
“3 
4) 
4 
798 
« 


3 this termined, to be converted later into piece rates on a piece work 
reful and as task time in systems based on time only. The rates 
nd of as set represent 100% efficiency on the part of the operator where 

he equals the standard in his performance, that is, 100% is the rate 
d, or or standard as established by the company. This does not mean 
great that he may not produce at a rate greater or less than the estab- 
Data lished 100%. As a matter of fact rates are so set that it is expected 
that the better operators will materially exceed this. 

From the wage incentive rates we have developed a unit of 
measure which we call the “Standard Hour.” Wage incentive rates 
established under a system based upon time are ordinarily ex- 

in time allowed per piece. The Standard Hour is a measure 
of the amount of work which should be accomplished in one hour, 
using time allowed as a basis. 

The element of time being a constant factor, the standard hour 
becomes a constant unit of measurement of performance. For in- 
stance, an operator is put to work on a task which requires 10 
working hours for him to complete. During that 10 hours he pro- 
duces product valued at 12 standard hours. Therefore, 12 stand- 
ard hours represents his production and not the 10 working hours 
he has taken to accomplish the task. He may have taken 8, 9, 10, 
ll, 12, or even 13 hours at his work, and still only have produced 
the same quantity of product. It is what he produces in the hours 
worked that is important and not the hours worked. What is true 
of individual operators is also true of specific departments and the 
plant as a whole. 

It has been difficult in the past to measure the work of a de- 
nent doing a great variety of work where nothing is complete 

itself, but only has given operations performed upon the product.. 
By using the standard hour as a measuring stick, an exact knowl- 
edge is obtained of just what the department is producing. The. 
standard hour is used as a unit of measurement of the efficiency of 
operators and departmental and plant efficiency records as illus- 
trated in the Weekly Labor Analysis, and of the production of the 
various manufacturing departments, as well as a means for the 
control of inventories. It is impossible to cover specifically all the 


my uses of the Standard Hour as we use it in the control of our manu- 
ly in- facturing but I would like to take the time to illustrate its use in the 
ode control of man power and machine tool equipment. 
e case As a means of presenting this more clearly I have shown 
to lay two forms, 2 and 3, one entitled, “Summary of Standard Produc- 
: tive Hours by Departments” and the other “Summary of Standard 
= uctive Hours by Machine Group.” 
of the In the Summary of Standard Productive Hours by Depart- 
5 may ment, you will observe that there is a column headed “Standard 
Hours Per Unit,” another, “Yearly Production Schedule,” and the 
rdless third “Total Standard Hours Required.” The various products 
be de- Manufactured by the organization are listed on the side and the 
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Form 3 


gandard hours per article or unit entered opposite each article. In 
the second column would appear the production schedule for the 
yar, and in the third column would be entered the product of the 
frst two. From the summation of the third column we would ob- 
tain the total number of standard hours required for all these pro- 
duction schedules. It is apparent, however, that the actual number 
of productive hours required may be greater or less than the stand- 

hours determined. The standard hours required shown thus 
far are based upon the assumption that all operators will produce 
st 100% efficiency because standard hours are represented at 100% 
diciency. However, it is seldom, if ever, the case that a depart- 
ment will operate at an even 100% efficiency. An efficiency rang- 
ing from 90% to 110% or possibly 115% is more likely to be the 
ase. In the event that a department under consideration produces 
at 90% efficiency, it will require approximately 11% more time to 
produce the product outlined in the production schedule than is 
shown under the standard hours required. On the other hand, if 
adepartment has an efficiency rating of 110%, it will require ap- 
proximately 9% less time to produce this schedule, as indicated by 


the standard hours required. Therefore, in order to arrive at the 


actual hours required to produce the schedule, it is necessary to 
take into consideration this element of efficiency of operators, either 
adding or subtracting, as the case may be, the variable produced by 
the efficiency rating. Another element of variation from the stand- 
ad hours required is the amount of set-up time which will be ex- 
pended during the year to set up the various operations which have 
ben assigned to the department. In the same way the other items 
ate determined as influencing the number of productive hours re- 
qired in the deparment. 

By adding, then, these various elements to standard hours re- 
wired, the total man hours required to operate the department is 
wtained. The number of hours to be worked throughout the year 
king known, the number of operators required in the department 
for the given production is easily obtained by dividing the working 

per year into the total man hours required. 

This same method and substantially the same form may be 
wed for determining the total machine capacity required, and since 
te machine capacity available is a known factor, there results a 
urplus or inadequate machine capacity as the case may be. 

None of these data which we obtain is in any way essential to 


tst keeping, but they are of considerable importance to the execu- ~ 


in analyzing labor and machine conditions in their plants. 
intelligent use of these data should tend to minimize labor turn- 
wer, due to foremen hiring or firing workers unnecessarily be- 
‘tuse of the rather limited horizon which they possess as to the 
Mmuirements of their department. It would also assist the factory 
atcutives in determining more exactly what departments are over- 
®under-manned, and to what extent they should be reduced or 
801 
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in accordance with the future possibilities of work in the 
department, as well as to enable them to move operators from one 
department to another to stabilize and balance production. Use 
of these data will also eliminate the possibility of unnecessary out. 
lay of capital for machine equipment which would not be used to 
an extent to justify the expenditure. 

Further uses of the standard hour which suggest themselves 
are: (1) The measurement of production through any department 
in terms of units of finished product, and (2) Control of in-process 
and finished parts inventories by resolving all parts into valuation 
by standard hours. 

By referring back to the form “Summary of Standard Pro 
ductive Hours by Department” we can tabulate for each depart- 
ment the number of standard hours required to produce its 
schedule. The total number of standard hours actually produced 
by the department having been ascertained, the over-or under-pro- 
duction of the department may readily be determined and the 
proper steps taken to remedy the trouble. Through this meansa 
control of inventories may be secured weekly by maintaining a bal- 
anced condition between departments. 

It is not to be imagined that in a paper of this sort, it is pos- 
sible to point out in detail the ramifications of the subject, nor is 
it possible to suggest the manner in which the data available might 
be used to best advantage by each particular industry. A proper 
conception of the basic or underlying facts is the first and most im- 
portant thing. Individual applications may vary, but if the proper 
standards are set and there is an agreement upon definitions of the 
terms which we use, regardless of the particular word, it is then 
possible to make comparisons which have heretofore been impos- 
sible, not only within a given organization itself from time to time 
by department, but with other organizations or industries. 
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